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oCI No. 2385/65

CENTRAL INTELLIGENCE AGENCY
office of Current Intelligence
28 September 1965

INTELLIGENCE MEMORANDUM

Aid to Pakistan

UsS Aid to Pakistan

1, Pakistani Finance Minister Shoaib's cur-
rent visit to the US underlines his government's
vital interest in securing the restoration of
Western military and economic aid in the light
of the costly Indo-Pakistani war.

9. Rawalpindi is apparently placing primary
emphasis on the rebuilding of its military machine,
although the pakistanis have not abandoned their
keen interest in the long postponed resumption of
the World Bank Consortium pledging process. The
chief of the US military assistance group in
Pakistan has already been approached informally
for the replacement of nine F-86s and two B-57s
lost during the conflict. Shoaib told the US
aid director in Karachi that military require-
ments are likely to set the economic development
program back two to three years, but that Rawal-
pindi feels it must recover from a position in
which severe shortages of military equipment
render Pakistan unacceptably vulnerable to a re-
newed Indian attack. ’

USAID, OSD reviews completed
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3. Because of the war in the Punjab the US
suspended military assistance program (MAP) deliveries
to both India and Pakistan on 8 September. The US,
in conjunction with other aid-giving countries, has
also refrained from making its annual pledge of as~-
sitance to Pakistan's economic development program.
The World Bank Consortium, under the auspices of which
the US and eight other nations channel their economic
aid to Pakistan, has postponed indefinitely its an-
nual pledging session at which the Pakistanis hoped
to raise $500 million in assistance for the first
year of Pakistan's Third Plan (1965 - 1970). Ship-
ments of grain under the PL-480 agreement, which ex-
pires at the end of this year are continuing, as are
commitments under existing economic development agree-
ments.

4. TFailure of the US to provide large-scale as-—
sistance to Pakistan would severely cripple Rawalpindi's
economic and military efforts. The cut-off of MAP
sparés has already reduced the combat effectiveness
of the armed forces. It is likely that a large share
of the equipment inventory, particularly aircraft and
tanks, are out of commission or able to operate only
on an extremely limited scale because of a shortage
of spares. '

5. Pakistan's Third Plan for economic develop-
ment, which may have to be considerably scaled 'down
because of the war, will probably collapse completely
in the = absence of Western--particularly US--aid.
Although the share of totat deve lopment expenditures
financed by foreign aid is to be reduced to 32 percent
in the Third Plan (it was 38 percent in the Second Plan)
the foreign exchange thus supplied is vital to the
program, Pakistan hopes to receive about 1.5 billion
from the US alone over the five years of the plan--
in contrast to only $150 million expected from Commu-—
nist countries.
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6. The effects of a cutoff of further US aid
would be gsomewhat mitigated in the short run by
the continued inflow of aid already committed. As
of 1 July 1965 about $300 million remained in the
pipeline and is not expected to be fully delivered
for at least another year. PL-480 deliveries un-
der the current agreement will carry the Pakistanis
well into next year.

7. Nevertheless, Western aid has flowed into
Pakistan over the past ten years at a level that
cannot be matched from any other source, and made
possible pakistan's impressive economic develop-
ment record. US aid through 1965 totals $2.9 bil-
lion in econonic agssistance and $732 million in
military aid. Last year's pledge was $212 mil-
1ion in grants and loans plus over $150 million
in PL-480 grain.* pakistan is asking for $500
million in Western assistance for the first year
of the fourth plan, and nopes that the Us will
pledge more than $200 million toward meeting this
goal.

g8, It is difficult to translate the effect
of a threatened Western aid cutoff into politi-
_cal terms. It ig 1likely, however, internal po-
1itical pressures would force Ayub to resist
strongly such pressure. Failure to do so could
seriously undermine his position within Paki-
stan and could even set the stage for his
ouster at the hands of highly irrational ele-
ments who are already incensed at the Us failure
to continue MAP deliveries during the war.

e 55 also pledged some $428 million to
the India-Pakistan Indus River development program.
pakistan hopes to spend nearly $700 million on the
project during the five years of the fhird plan.
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Soviet Aid to pPakistan

9. The USSR has delivered to pakistan about half
the $75 million in economic credits extended, but Mos-
cow has shown little interest in providing the large-
scale economic and military assistance that the So-
viets have given to India.

10. Aside from a few million worth of grain given
to Pakistan in the mid-1950s, the Soviet economic aid
program started in 1961 when the USSR extended $30
million for petroleum exploration. Last year, the So-
viets gave Pakistanan $11 million credit for agricul-
tural equipment. A rurther credit, for $30 million,
was given to the Pakistanis early this year. In ad-
dition, press reports indicate that pakistan recently
gave the Soviets a $200 million shopping 1ist of
projects for their up-coming Five-Year Plan. The So-
viets are reportedly studying the gituation but are
not known to have made further commitments. The
USSR has given pakistan no military aid.

11. By way of comparison, the Soviets have ex-
tended India over one billion dollars in economic aid
and over $430 million in military aid. Moscow is
also capable of providing large-scale economic and
military assistance to pakistan--possibly as large
ag US aid--but in the past have put their money on
India. It appears unlikely that they would risk
their large investment in hardware and goodwill in
India by beefing up their economic aid or starting a
military aid program in Pakistan.

Soviet Aid Capabilities

12. During the last three crop seasons (1963 to
1965) when the USSR imported $1.5 billion worth of
wheat, it has continued some grain exports to Eastern
Europe and Cuba (worth $500 million) and filled
Egypt's emergency needs by diverting to Cairo $20
million worth purchased abroad when the US held up
deliveries in June this year.
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13. 1In order to achieve an important politi-
cal objective the USSR probably could offer to pro-
vide, by purchase abroad and re~export one million
tons of wheat (worth about $70 million) without
too drastic an effect on its gold reserve, which
now totals about $1.5 billion,

14. The USSR currently is actually deliver-~
ing annually only $500 million in economic aid to
the Free World., Moscow has demonstrated it is
capable of fulfilling large military aid programs
within one to two years of their conception. On
an emergency basis, military aid has been supplied
from Soviet operational units, later to be re-
placed by equipment produced under the plan for
export,

ATTACHMENTS:

a. General description of US military aid program
to Pakistan-~the US "Military Assistance Manua>."

b, Summary of military and economic assistance
pledged to Pakistan.

C. Sectoral allocations for Pakistan's second
and third year plans.

d. Previous commitments made to Pakistan un-
der the auspices of the World Bank Consortium,

—-D

25X1 Approved For ReIeJSWDPJJTOO472AOOOGOOO1 0004-1




~al

25X1

e e e e 0 R T T R R L o R S e — .
ApproveHr Release 2Q03IO7I30 : CIA-R_DP79M72A060600_0100(_)‘4-1“ )
T SECRET o
ATTACHMENT A :
ir TECTIVE OATE PAGE
MILITARY ASSISTANCE : 1.7 _MAR 1365 21
MANUAL | REFERENCE CHANGE
PART 1~ OBJECTIVES _ MM Trouomittol ‘
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SECTION ‘ _ ~ | cHaPTER '

4, UsCINCMRAFOA

M. Pakistan v

1. L.a. ailitary dsslotance W1l be desig,néd to ascist in achieving
the following objectives: (a) that Peklstan continues to maintain its
po-Weotern orientatlosn und to contribute to the securlty of the free world,

7 that Peklstan

< .-.' o

Pairtain military forcet capnble of: malntaining internal security;"qffgij-
10§ Linlted resinténes to wternal athack, contributing to area collectlye
pagurity, providing S oken Toreés for collective pecurlty operations outside
Takigtarn, end of continuing to exert a pro=-Western influence within Pakistan;
(¢) that iter: evolve ultimately a more friendly relationship Letween Pakls-
tan and LLe Y su-Comimint nelghbors to promote groenter stabillty and cooper-
aticn 11 South Asla; (i) that Communi:t pressue on and influence in Pakistan
te limited to vanageable proportions; (eg that Dakiston continues to develop
economlcally: and 'Zf) thet 1t proceed to make the political progress necessary.
for increasliyg the strength and ¢ohesion of the nation. {

4, Militery assistance will be plmméd and proprammed in nccordence
with the foliowing gualdance: ‘ 1

n.  ncowage frequent meetings betwewn top 1.5. and Pakisturd
nilllbrry and defenne c_v(;‘t‘.i.cmlﬂ and encowruge continued cloce contact betweer
U.o. midltary personncl and Pukistanl officere.

L. Ixplore wid netively promote mean: to enlist thiird country par-
ticipation in maintaining Pakistan's pro=-Westeru orientation and security
cooperntion. ta complement .5, elfforls, with spocial emphnsis upon the Britisu,
in asnrociation with the Commorwealth and, perhngs, Weol Gerisny.

o,  Bpeoupge and stimulite defense production in Peklatan, including
the supply of defenne production aquipment.,

G, rlamming, prograsming and delivery s new or prestige ltems 0
Lo Lo Lo sbiondd peell ho minfmive Indian incentive -- or excuses - Lol
prrtlled acquisitions for thely forees,

PR FES RS TR AR Letan, 1 advinee off Fined action whenever possible,
on new phanes of Udlo s Ahnlatoce Tor Tndias wad give the Pakigtonis as
Lramc o plotave as possibie of just it the Uafted States intends to do |
ror [din so s Lo contadn their aneertainty and esnggerated feocs concerning

1he fndian delense Dropran.

T
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CHAPTER

f

SECTION "
o h. USCINCMEATS

. Demonstrate that, while still ready to assist Pakistan even in
- policy, the United States

| ' the context of & more independent Pokistan! forcif
- ' cannot collahorate in projects which are of direct und significant advantage

to the Communist world.

Muke clear to Pakistani leaders that Poiictan's moving into

t irlth Communist Chinn, whatever form such an

would jeopardlze the whole fubric of present U.S.=-
{ncluding U.S. assistonce PrOETEms « :

whot amounts to allgnmer
arrangement mipht take,
Pakistani relationships,

credit sales for militory items, with the

h. Conslder offoring
actual amounts and Lypes of items sold depending upon U.8. judgment of
Puliotard defenss forelpu exchange expenditure: and the U.S. desire to
gain more of the Dalislan marvket; possible harm to the Poklotan economy
fFrom alversici HL seares régunrees, coordination and integration with
U.S. ad1iiary noslstance plans, potential reactlons ifrom India and other
countrie:s, .

aod rodnetion of nlkdstan anxleties.

Lo . U.5. militar atetance will be planned anc progremmed in con-
\_/  nponance with the following comitments: ~ © S
6. Dy Alde Momoire (iaté@ 21 October 1954, the Undted St‘,ajbeshg:gregd,
rubject Lo the allability of funde and authority pranted by Congress, to
Cmeet deflelencion In Pakictan's present (1.¢., 1954 ) Army, Navy, and Alr

Foree an follow:

3. U.5. mi Litary &n

(L) famy: b {ntantry divisions and 1 1/2 symor givisions,.
(n) Mavy: 3 destroyern; 2 Patrol Vessele, Frigate (PF);
2 Tatrol Vessels, Gunboat (I‘(‘r) 5 3 Mineowedpors ([’M) 3 wnd, 2 Minecweepers,

Coristal (AMD).
(3) Aly ¥oree: Thyee Flghter Doshér Squpdrond (16 aircraft);

one Tighter Interes ybor squadron (16 adirerofh); one Light Bomber Sguadron
{20 af papalh); awmd, one Transport Bguadron (0 a.ircrai“u).

' p. By Alde Memolre antbed 5 March 1960, the Unlted States agreed:

(1) Lo waslst Lo malntaining the present high standard of
Puliotants willtary forves and to provide for orderly and gradual improve-
ment i obanlete or worn out cquipment 18 replaceéd.
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- | (2) o complete the commitment contained in the Alde Memoire
of 21 October 1954 by providing aireraft for & bomber squadron; :
: ‘ (3) To p].'-OViae"S_Im‘mR missiles as part of the FY 1960
Military Aid Program; :
| (4) To provide rader -.boﬁbsiéhta' for B-5T Dorbers commencing

-

with eight aircraft in the FY 60 aid program;

_ (5) To providé in the FY 61 prograim approkimately tggﬁﬁ-le
alxe raft with cpared; _ ’ _

(&) Subject to Congreésiohal appropriations, {0 consider _
fg;tner,progrensive modernization of requirements Lor tanks, and :

(1) . Subject to Congressional aﬁpropriations, to give sympathe-
tic conglderation tQ provision.at an appropriate time of sultable replace-
ments_for the Pallaton My Foree transport 3QuadIrons .

. In discunsions between the Vice Prasident of the United States
and the President of Tukictan on 15 July 1901, confirmed by an Alde Memoire
dated L Augurt 1961, the United gtates, subject to the availability of funds
and other authority granted by the Congress of the U.9. and gubject to over-
all military and Ludgetary requirements:

(1) Agreed to the 6rﬂer;y modernization of the forces in the
Alde Memgiye of 1954 end 19060. \

(2) Agreed to aupply four Tour C-130 alrcraft %o Pukigtan early

il

in Y9635
| (3) ndd cated o willingne:ss 1o furnich continued assistance
for the Bunza Lype airlifi on a reasonable baiis unbil the four C-130 air-
cralt ard, delivered; :
: (h) uoted that a number OF M-l medium torks will be included
ip. the Y 196e progrums ‘ ‘
(5)  Lnvisoged fncluding in future Progroms the remaindexr of the
total raquiremsnt tor M-AT/MehB tanks, o aumber ol self-propelled 155 nm

Howibwars, o subitnntial number of trucks, one 1-23 fixed wing rircraft, a
nuber of 1-13 Dell ohaermamtlon hellcopters and six H-U43B KAMAN tuarhine-

powcred he licopters;

S sk s A A
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(6) Agreed o corigider the request for eg,gippingrone"@ttéﬁgn
wvith apmored perronnel cArylers; .

‘ {T} Agreed to study the request for a mplacemeht of'approi;i-
mately S0P of the number of 106mm recoilless rifles with the S8-11;

(8) Agrecd to-etudy the request fOF additional SIDEWINDER

;ggqghipg gaar for the F-8G lnventory not 80 equipped; and,

. (v) Favored io principle the cotablistment of & 30-day war
‘yeserve of asunition put Lelleved that force requircments for majoxr equip-
pment should be met before further consideration 18 Lo pe glven toa puild~-up
of rEieTve SLOCRS « ' .

d. dn Jincusiions betweon the United States ceerctary of Defense

and the Preaident of Dakistan on &5 Beptomber 1962, conTirmed by an Alde

 Memodre Aelivered to B Joistan's Forelun Mipister ob 13 October 1962, the

United Gtates agreed, subjeet wo the availability of funds and other

authority granted by (Lo Conpress of bhe Unlted stetes and subject to
over-nll milltary and | adge Ty requiremenbu,-to: -

() d.ﬁil_i‘jéfr 13¢ tenks, the majority to be M=lil's, in FY_1963;
(2) include 12 20ditional tapks. in the FY 1963 progres for
aeyivery i FY 190k B
. (3) aeldver 2,200 _],/H-'bon wrucks and approximately EQQ '
general purpose apd support vehicles in Y 1963;
(’-3-) Lrelade an additicnnl 1,500 vehielen 1 the bifgﬂ]ﬁ_@_’j
Program;
(5) deliver T3 I\i-ll,s‘m-mufed__ ‘pei':';oru.'r;el aorriers by June, 1963;
_ _ (6) supply equipment and training for Lwo additional compandes
in the Daluch Iebtallons
: (() provide piratroop capabllity for five companies of the
Baluch Batta lion;
(8) explore the sbated Palkistani requirement fov additional

prTALTO0L und b

() supply M-l rifles {pn numbers adeguate to meet the require-
andl provide for a "eombat reserve';

meant Tor MAP=tupported forees

A k5
pproved For Release 2003&)':79§8: CIA-RDP79T00472A000600010004-1

e g

i R R



SRS & AR o

R Lk e 5 "

e bt - - "

Approv%r Release 2003/07/30 : CIA-RDP79H72A000600010004;1

SECRET
EFF ECTIVE DATE - PAGE
MILITARY ASSISTANCE B 17 WAR 1965 25
MANUAL : ' 3 HEERENCE _ CHANGE
PART | - OnJECTIVES, MAM Transmittal 18
‘ - . ‘ I-22 :
SECT'ON _ ' - CHAPTER

L, USCINCMBAFSA

, (10) surply F-86F_attrition aixcrelt to mintaiﬁ the F-86F
jrventory at o le el ot 1023 ‘ ' :

'(ll) del iver nine. additienal F=06F alreralt during_EI‘1963;

(12) mai ntaln and gupport the F-86F aircraft as long as necessary;

(13) undestake, in cooperation with the Pakistan Air Force, o

deliver spcre parts ndequate to maintain o satisfactory "{n-commiscion rate"

for holh F-06 and T-10% alreraft (consldered to be nine of the twelvgf: F-104
alrernlt); ' !

(L) oty P-104 attrition alreraft anb required;

(15) wackoowledge the possibility of Pridicton's air transport
requirements over and above the four C-130 airveraft to be delivered in the
firat half of 1903;

_ (16) dinpeebeh a survey teanm to Polcdstan in November o agsess
Pelistan's over-all alr transport requirerents, in cooperation with the
Pahistan Als Forcee;

(17) send a survey team to Pukistan to study Pakistan's ground

support roquirenents Loy air operations;

(18) progra elghteen 1-13 and gix 1-430 helicopters during
n“£1963; it .

(19)  propeom & gubmarine in FY 1963 with deliver; schedutled
. b v sckie
(o FY 1964, o e
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ATTACHMENT B

25X1
SUMMARY OF MILITARY AND ECONOMIC ASSTSTANCE PLEDGED TO PAKISTAN, 1948-1965
Cumulative
Total
19L48-62 1963 196k 1965 1948-65
Economic Aid
Free World g/
UsS 2,213.8 376.3 392.5 0 2,982.6
Other 834.8 230.2 218.5 2k .0 1,307.5
Total 3,048.6 606.5 611.0 2L.0 4,290.1
Communist Countries E/
USSR 33.2 0 11.0 30.0 h.2
Communist China 0 0 60.0 0 £0.0
Other 0 o 28.0 0 28.0
Total 33.2 ¢ 99.0 30.0 162.2
Military Aid 1962 1963 1964 1965 1954 -65
Free World g/
Us 50.5 62.2 56.5 0 732.3
Other 0 0 0 0 174.9
Total 50.5 62.2 56.5 0 907.2
Communist Countries E/
USSR 0 0 0 0 0
Communist China 0 0 0 0 0
Other 0 0 0 o o
Total 0 0 0 0 0
a. Fiscal year ending 30 June following year.
b. Calendar year
25X1
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ATTACHMENT C
SECTORAL ALLOCATIONS FOR
PAKISTAN'S SECOND
PLAN (1960/61 -1964/65)
AND THIRD PLAN
(1965/66 - 1969/70)
(Millions of Dollars)
(1) (2) (3)
Second Plen (Est.) Third Flan (Proposal) Increase
Amount Percent Amount 2/ Percent (2) over (1)
Percent
Agriculture 735 13.3 1,879 15.h 155
Water and Power 1,025 13.6 ) 1,792 15.2 75
Industry 1,337 24,2 :
Fuels & Minerals 188 3.k ) 3,098 26.1 103
Transport and
Conmunications 9hly 17.1 2,125 17.9 125
Housing 1/ 818 1h4.8 1,508 12.7 8k
Educstion 210 3.8 605 5.1 188
Health 83 1.5 279 2.3 236
Manpower and
Social Welfare 17 0.3 59 0.5 258
Works Program 168 3.0 525 4.8 212
Less Expected
Shortfall -945
5,525 100.0 10,925 100.0 98
1/ And physical (town) planning.
Source: Estimated from Third Five-Year Plan, March 1965.
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ATTACHMENT D
PREVIOUS COMMITMENTS MADE TO PAKISTAN UNDER THE AUSPICES
OF THE WORLD BANK CONSORTIUM
U.S. $ million equivalent
Additional

Contri-

butions
1961/63 1 1963/6h 11963/64 1964 /65 Total
Belgium - 10.0 - -- 10.0
Canada 38.0 19.0 -- 23.6 80.6
France 25.0 7.0 3.0 10.0 45.0
Cermany 80.0 27.5 12.5 38.1 158.1
Ttaly -- 10.0 -- 10.0 20.0
Japan | 45,0 30.0 -- 30.0 105.0
Netherlands -- 6.6 2.2 Lh 13.2
United Kingdom LW7.6 22,4 - 22,4 92 .k
United States 500.0 212.5 - 212.5 1925.0
World Bank and IDA 209.4 80.0 - 8.0 369. 4
Tc;tal 945.0 425.0 17.7 431.0 1,818.7
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